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20 January 1982

MEMORANDUM FOR: The President

N The Vice President
secretary of State
secretary of pefense
Counsellor to the President
Chief of staff to the president
Deputy Chief of Staff to the President
Assistant to the President for

National security Affairs

Here is @ presentation 1 made to the president’s
foreign Intelligence Advisory Board at its first meeting
last weeks 1 thought it would be useful to you as an
update on the present state and activities of the

intalligence (Zommunity.__ TR N e

[ 3

William J. Casey
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- ~ DCI REMARKS TO PFIAB
13 January 1982
- Familiar surroundings - familiar faces
- We look forward to doing important constructive work together
- PFIAB has a distinguished record énd tradition in prompting and
supporting the CIA in photographic reconnaissance and communications
intelligence where Bill Baker and Johnny Foster were towers of strength, in
extend1ng its work from largely mllltary nauters to currenc1es and fuels
;”/’;,,- and m1nera]s where Leo Cherne and John Conna]]y played a leadxng role, ‘and in '
res1st1ng restrictions which Ed Williams pronounced unconst1tut1ona]. I remember
more than oné shootout in the Cabinet Room bethen Ed and Justice Department
officials.

- Your outside experience can similarly‘help us appreciate the evotution_;
of evenﬁs and neéds in today's world and how ihtel]iﬁence should adjust to
accommodate to these needs. | T

. Ih December, Admiral Inman and I presented to thé NSC é 6-month study
which the Iﬁte]1igence Community did on the challenges we see during 1985-90
and the emerging technologieé available and‘the‘cépabilitiES and'resourcesff
" needed to meet those cha]]ehges. I will touch on ihese capabilities as I go a1ong.
i _2 ' ~ Great deal to be done - cha]]enges 1ntens1fy - rebu11d1ng JOb ]ong-terﬂ ocne
| | A- The Inte111gence Conmun1ty 1ost 40% of 1ts fundxng* and 50% of- 1ts poop]e*’ -
between 1968 and 1980***,
- The Board can help validate 1arge capital requirements.to modernize an

increasingly obsolete worldwide communications system and to erect a new building

*In constant dollars--real purchaéing power.
**Attributed mostly to closing of large SIGINT bases overseas.
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~on our grounds in Langley to recover the time and efficiency lost from having

25¥1

- You can endorse and encourage legislation to make it a crime to disclose
the identify of under cover intelligence agents in order to qamage the American
.intelligence system in the kind of a cempaign waged by a tiny group which has

- already Cost lives and threatened families and damaged the horale of dedicated

people around the world.

- Ye believe strdng]y‘that all our human collection can be improved
substantially if we are relieved of the Freedom of Infofmation Aét. Close to 5%
of the time of our experienced operational beop]e is consumed in seeing that
vie doh't Tet oﬁt information which would endangef ouripéople or‘dasage cur scurces
in response to Freédom of Information-queries. Worse still, we don‘t know how

- much friendly intelligence services hofd back for fear that our expﬁgqre to
the Freedom-qf Information Act will compromise tﬁeﬁ._ Nor do wé kﬁéw ﬁow many
agents have left us or won't have anything to do with us because they won't
risk their lives and reputations with an intelligence service whose adversafie;‘
have a legal right to poke into its files. We do kndw that no other intelligence

N v service in the world operates under this kind of a handicap. The only.other

S 25%1

which have“this'kihaA6f4a”1aw>exéﬁbt>

their intelligence services. That's what we're asking for.

- Feel pretty good about the first year. Not battering from Congress and
- media but denial of resources, hesitation to make use of capabilities and
imposition of restrictions which had dampenéd spirits. Recognition that new

Administration intended to use the Intelligence Community and support it with

renewed resources quickly lifted spirits and morale.

2 : : 25%1
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The Reagan Executive Order, while fully preserving the requirement to
* meet the requirements of the Constitution and all the laws, carried a positive
mandate. What was most important, it permitted us to reduce the operating
guidelines which officers around the world need to consult from 130 pages of
legalisms to 30 paées of reasonably clear instructions. then you consider‘tﬁat
these officers are not lawyers, you can imagine how that will‘increase their

effectiveness.

. Our technical collection faci]ities do a remarkable jdb-in'cbvering weapons

‘testing and deployment, military formations, nuclear activities; monitoring
. compliance with arms limitation and non-proliferation treaties and indication |

and warning of military plans and actions. This is done by near real time

25%1]
|
_
A1l this technical collection tells a lot about enemy capabilities. e
need human intelligence for deeper insight into intentfons, plans, systems.
We collect human intelligence through the clandestine service and through
25%1

TOP SECR :
Approved For Release 2008/09/20 ;. CTA-RDP384BUO0049R001102700002-4




. | Approved For Release 2006/09/20| CIA-RDP84B00049R001102700002-4

25X1

recruits and training theﬁ hard. The watchword is to push responsibility on
“them as quickly as they can take it and weeding them out promptly unless they
Show distinct promise. I'm told that we're doing better than ever in bringing
information in from behihd the Iron Curtain, particularly information about
weapons deve]bpment and tapabi]ities. Human intelligence takes time. I'm
,convinced_that_intensified affort wi]1 pay off,vbecaqsa there“is a growing

dissidence andlwiflingness-to blow the whistle on Communist regimes. We get

25%1
We believe

strongly that all our human collection can be improved substantially if the
Freedom of Information Act is removed as a deterent for both agents and liaison

" services to work with us.

‘—M\
So we are now gett1ng and can expect an 1ncreasxng flood of facts.

These are only as good as our ab111ty to cross-check and ver1ﬁy th°n, weave

them into a mosaic and understand their meaning. That's the task of our

analytical apparatus.

For over a quarter of a century this =na1yt1ca1 apparatus had been S

ji?fl?ifyiforganlzed along funct1ona] 11nes. when I found 1t divisions for strate91c :
| ﬁ’.ana1ys1s for pol1t1ca1 analys1s for economic ana]ys1s, for geograph1c and w
societal analysis and for science and weapons. we have converted this to a
geographic ofganization. Problems and crises almost always come up on a national
or regiona]=basi$.— State and Defense, NSC and otr own operational directorate
are organized on a geographic basis. Under a functional organization, 3 new

problem would have to be attacked in separate duchies in its military, economic,

~political and technical aspects. The normal thing would be for specialists in

25%1
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"each.duchy to have a go at it, form their conclusions, and get them approved

- - at the top. Then the interdisciplinary evaluation would be thrashed out,

N coordinated and negotiated by busy office directors. These are analysts who
turned administrators, overburdened, pressed for time and too frequently grown
thin on substance. Under the new organization, working analysts attack the
‘problem in a multi-disciplinary manner from the beginning.r When it is worked

out, the analysis is approved in one chain of command. Political, economic

and military analysts are sharing information on a constant basis. We alreadyi
find this bringing more effective and coherent analysic, mocezspeedi1y:dohe:
and saving large amounts of coordinating time. Ve expect it to enable us to

restore some ana1ysts turned adm1n1strators back 1nto analysts.

The logic of this organization has been recognized before. It's an enocmouc

task and no one was w1111ng to tackle it unt1] we sw1tched John Mcﬂahon frOW .
chief of the operational d1rectorate ‘to chief of the intelligence dfrectorate.'

~ He analyzed where and how the work was done‘in great detail and bit the bullet.
His reward has been appointment as Executive Director. 0One of the problems with
CIA is that it has tended to be four separate duchxes, the Operatlonc D1rectorac
the Analytical Directorate, the Sc1ence and Technology Directorate, and the
D1rectorate of Administration rather than one 1ntegrated organ1zat1on.~ McMahon .

;fhas a track record, un1que in CIA hlstory, for be1ng a strong and versac.1e

”Vmanager runn1ng the clandestine serv1ce reorgan121ng the analytical service,
developing or running technical collection capabilities in both the photographic

and signals area. .As Executive Director, his mission is to make the directorates

.. more cohesive and mutually supportive.-

Reorganizing the analytical apparatus provides a fresh opportunity to
improve both the quality of analysis and its relevance to decisionmaking.

Bob Gates, a career CIA employee who has served as National Intelligence Officer

25%1

ApmbvedForRebasgg%Oﬁ%%#2@+4HA42DP&43)0049R0011027000024




Approved For Release 2006/09/20 : CIA-RDP84B00049R001102700002-4

for the Soviet Union and as a member of the NSC Staff under Scowcroft,

Kissinger and Brzezinski, has become chief of the analytical apparatus which

is no longer called NFAC, for National Foreign Assessment Center. That was a

1ittle pretentious and created the appearance and perhaps a sense of being some-

thing apart-and separate from CIA. So Bob Gates is DDI, chief of the Directorate
of Inteiligence as it's always been called except for the last few years.

More important, Bob is full of fresh, bold and innovative ideas for improving

_the quality and re]evance of our anaIySIS of ‘the N1agara of facts that come

pouring in from the cameras and recording capab111t1es and the stat1ons we have

_ahound the wor]d Bob moved, 1n his flrst week on the job, to establish that in’

the future a11 present and prospective division chxefs will have at least one
year of experience in a‘non-1nte111gence consumer of 1nte1]1gence_products

(State, Defense,‘RSC or other). Each analyst will be required to refresh his
subdtantive kdow1edgé and'perspective through regu]af outside ﬁraining. A]]v

DDI research pregrams are to be re-evaluated. All analysts will be evaluated

- and pronoted on the quality of their work, and each piece of work will be

considered in +erms of its relevance, timeliness, quality in writing and presen-

tation, innovativeness and imagination, and above all its accuracy. These evalu-

- . ations, accompanied by comment by the head of the unit wi]] be kept in a Career-]dng

'5.”pfdduétion ff]evfor ééch'analyst To assure Input and cha]]enge fr01 OL;STde,

..........

each offlce will be requ1red to deve]op an aggressive program of contacts,
conferences, and seminars on important subjects. A roster of cutside contacts

and consultants on each cbuntry or general subject‘area whd will be asked

’”regulérly to review drafts and provide'critical commentary.

In this business, intelligence estimates are the bottom line. The

highest ‘duty of a Director of Central Intelligence is to produce solid and

25X1
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. perceptive national intelligence estimates relevant to the issues with which
‘the President and the National Security Council need to concern themselves.
When General Bedell Smith took office as Director of Central Intelligence,
he was told that President Truman nas leaving in 20 hours to consult with
General MacArthur at Wake Island and that he would want intelligence estimates
on seven issues to study'on the plane. Smith assembled the chiefs of the
intelligence connun1ty in the Pentagon at 4 p.m., divided them and their

staffs into seven groups, told them they wou]d work all night and have their

ass1gned estimate ready for'de11verj at 8 a.m. President Truman had.hls

o estimates.as he took off for his discussions with General MacArthur.

We heven'tAjet attained that tempo--but we pet them-0ut a lot %aété}
than previously. First thing I did was ask what Cuba is up to. I was told
en estjmate was in process. when it came it was weak and short ‘on Soviet
support and influence. I sent 1t back.. All in all, it took something
like four months to get it out. When I looked into it, I found that the.
first draft of that estimate was done in June of 1980, almost a year eariier.
It was better than the 6 or 7 drafts that followed. ‘This first dreft_did
predict a nen aggressiveness from Cuba. This perception was di!oted and
toned down in the suhsequent drafts. Earlier there was a draft on Nicaragua
-wnlch pred1cted what happened there but never got out at aIl Thls work was
ava11ab1e at a time when those developments certa1n]y shou]d have been o
carefully considered.A_Sadly; these perceptions were strangled in the clearance
and coordinating process so that in the case of Nicaragua they never reached
policymakers in a national estimate and in Cuba they were deleyed while Cuba's
new aggressiveness.inf]amed Central Amerita and would have reached po]itymakers
in diluted form if the final draft had been approved. Estimates don't linger

around any more. He established an accelerated time table for producing an

25X1
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estimqte which gets factual input from all elements of the community and
bringing it to the table at the National Foreign Intelligence Board as within
a couple of weeks and faster if necessary. At this table the chiefs of each
element of the Intelligence Community--DIA, NSA, CIA, the military services,
FBI, Energy, Treasury--sit as a board of estimates. Everycne can and does
speak up with the assurance that it is my responsibility to both frame those
estimates and reflect signiffcant]y different views that may exist in the

_ 1ntelllgenre community. Thus we have done away w1th cenclusions by consensus

and negotiation. Policymekers get a fu]l range of credlble and substant1ated

conclusions.

Duriné the,suﬁmer we produced cemptehensive estimates Qtich beceﬁe the
basis for comprehensive policy initiatives on the threat to Central America,
Soviet Potential to Respond to U.S. Strateg1c Force prrovements the Persian.
Gulf, the Middle East, and the China- Taiwan problem. We broke new ground with
first time estimates on technology transfer, the decline of the Soviet econom

and the dependence of the Soviet military on western trade and techno]ogy.

"~ You have a ]1st of key estimates issued dur]ng our flrst year and thex'“[": -
conclusions of our Senior Review Panel after a detalled study of the
relat1onsh1p between Natlonal Inte111gence Est1mates and policy issues

addressed by the NSC dur1ng 1979 and 1980 and those issued in 1981. (Appendix A)

What do these estimates tell us about where we stand in the world and
the threats e face? They lay out a sobering if not fr]ghten1ng picture
. of Soviet capability and forward movement on a broad, but ominously inter-

felated, variety of fronts.

Strategic - within a couple of years of being able to knock out our land

based missiles. (We estimate they could now destroy 80%--in a few years 90%.)

25X1

Approved For ReleangZDOOSGF/E@ 20 CIA-RDP84B00049R001102700002-4




' T " !!Eﬂ o EEEEIEC:J 25x%1
. . Approved For Release 2006/09/2( - 49R001102700002-4

-

P

///// - Superior conventional forces and intermediate range missiles on the central

d . front in Europe.

Ability to project power as first seen in moving tanks and other heavy weapons
to link Qp with Cubans in Angola and Ethionia and currently reflected in ready
airborne divisions,‘invplans and exercises to run through Iran very quickly
and tanks and other mobile weapons prepositioned in Yemen, Libya and possibly

Syria,

Military Aés%étaﬁce %s a more subtle but nevérfheless effeéﬁive Soviet tool for
creating Third World dependency.- Two years égo we sold twice as much érms

to the Third wdr1d as the Soviets. Today,they offer better terms and delivery
to sell 50% more than we do. Their provision of a growing prepcnderance of

military advisors is both cause and effect of this.

Propaganda - we have had difficulty in getting attention to yellouw rain in
Indo-China and Afghénistan, to the rapid pace which $S-20s targeted at Europe
are being installed and to Soviet and Soviet proky supply of weapons dnd training
of insurgents in Central America. At the same time, the Soviets have had succéss
fn proclaiming thefr peaceful intentions and denouncing us in mass demonstrations
agaTnst U S. weapons in Europe and aga1rs» our assxstance to ]eg1uzmate governnents
in Centra] America. The Vo1ce of Aner1ca Rad1o Free Europe and RauIO L3 berty
_ are be1ng shaken out of the1r ]ong ]ethargy to tell the truth about real issues
~but they need more and better facilities to overcome Soviet jemming and do an
adequate job of offsettiﬁg a far stronger Soviet effort. CIA special activities

"are providing an increasing effective response to Soviet propaganda.

~ Subversion and Insurgency - while we've put the great bulk of our effort into fol-

lowing the Soviet military threat, over the last six to seven years we've bsen more

25X%1
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§evere1y damaged by destabilization and economic aggression. Eveots have
demonstrated that we‘could not safely renounce assistance to our friends
| ‘against subversion by our adversaries. In the aftermath of Vietnam, the Soviet
Union soon began to test whether the U.S. would resist forei§n~provoked and
supported instability and insurgence elsewhere in the Third World. Fully
aware of the political climate in this country, in the mid-1970s they developed
an aggressive.strategy in the Third World. It avoided direct confrontation
with the U.S. and instead exploited local aod‘regiona] circumstances to'take
maximum adpantage of third-country.forcesv(or_sorrogafes) to atfain Soviet
cbjectives. This enabled Moscow to deny invo]vement to label all such conflicts
as 1nterna1, and to warn self-righteously against "outs1de interference." There
is little d1sagreement among our analysts that Sov1et and proxy successes in the
. mid- to 1ate ]9705 in Angola, Eth10p1a Carbodia South Yemen N]caragaa, and
elsewhere have encouraged ‘the Soviets to work w1th the Cubans Viefraﬁése and,
_recently, the Libyans ever more aggressively to threaten new targets, notabiy

in Africa, Central America and the M1dd1e East.

Our“capability to provide clandestine paramilitary support, wirich functioned
well invthe Iranian hostage crisis, would have disappeared with a few more
: \_ret1rement>. We re maklng good progress 1n 2 program to rebu11d CIA paramtl.uarj -
?Tcapab111ty and a program to rebu11d ‘and to cooperate w1th the Peneagon ina
commor effort to maintain paramilitary and anti-terrorist capabilities, with
CIA hand]ing the.claodestine aspect and the military the overt aspect. We've .
done an estimate 1dent1fy1ng stability factors 1n countries where actual or
- potential 1nstab1]1ty is .a matter of corcern and rating then accord1ng ‘to
the degree of this threat. To keep a continuing watch on this and to develop
assessments and evaluate strategy to deal with these threats, a Center for

Instability, Insurgency and Terrorism is being established in the DDI.

25¥1
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;///' The Technological Race

The Soviets have a far-flung effort, far beyond ours, to perfect missile '
defense, develop laser and directed energy weapons, anti-satellite weapons,
permanent space stations and anti-missile defense. They have well over a

hundred new systems in development, much of it based on our technology.

One of the first things I did was call for an evaluation of what the |
- Soviets had gained in acquiring technology from the West. The facts accumulated
in such alarming prdportions that we established a Technoldgy'Transfervﬁenter
around mid-year. By early October we had established that the increasiﬁg
sophistication, accuracy, power, impenetrability and éountermeasufe capability
of Soviet weapons, against which we must defend ourselves, was based on our
own expenditures in research and development tb_a_fér greaterrqégreerfhan we
had ever dreamed. Ve established that the Soviets were conductiAQIa;m@ssive
far-flung and well organized effort to get technology from the Ue#t through

trade, theft, illegal purchase, espionage, scientific exchanges and study

programs the Scviets had 15 years ago 252l

started to hire and train about. 100 young scientists a year. This now has
produced an organization of about a thousand experts who identify Soviet
B technblogy needg’ftééget where they‘ﬁight bévécqﬁffediih the~ﬁe§£handfrgémm ‘

fhézwéfid fo'search oﬁt details and‘sampfes of taféetéd wesférnrtechnolsgy:
This has been enormously successful. The Soviets have had a huge free ride
on our R&D-mi1itary and our civilian technology. We have paid for much of
the vastly increased militarj threat which will now require us to increase
our military spending by hundreds of billions of dollars over the years

immediately ahead.

25X1
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_1,/5/ - There is the constant threat of a breakthrough which could tip the
"strategic balance against us, particularly in laser and directed energy and
in space systems where massive programs are under way. We have identified
some 40 design bureaus and research centers work1ng on lasers and directed
energy. From photography of their space facilities we know that during the
mid-80s there will be‘a huge increase in their space launchings aimed at
establishing permanent manned stations in space. Recently they began to
encrypt their communications to men in space. All this is om%nous in

indicating possible military use of space.
Warning

To meet the challenge of Soviet weapon development, we need additicnal
technical capabilities which will take years to develop. In the WE&HL?“&,
to prevent techno]oqlcal surprise we must count on extend1ng our hUan

intelligence.

To maintain adequate warning capability and attack verification, we
_.wiil a]so need new te;hnical,capabi]itiesf_;The§e_are specified in the future
capabilities study which I described earlier. Meanwhile, we ere upgrading
- our warning machinefy In the ear]y days of CIA mueh of the xn+e1!1gence
-‘;f-j'operat1on was built around a weekly watch report.. ThlS has d1sappeared
- Over the ]ast few years, there has been on]y a monthlv warning meeting of
orficers at a relatively low level. We have returned to a weekly indications
and warning meeting conducted by the top officials of the CIA's Intelligence
'Directorate, NSA, DIA, and State. They will be charged with reevaluating
- each trouble spot and producing a watch report for the President, Secretary

of State, Secretary of Defense, and the President's National Security Advisor

at the end of each week. We are presenting next week to the Naticnal Foreign

25x%1
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> ‘Iﬁtellfgence Board the report of a working group on warning which will be
the.basis for impfovements in the warning process and which I believe can

result in a more effective networking of the warning capabilities of the various
elements of the Intelligence Community, a more aggressive and persistent search
for warning indicators, a more frequent and systematic challenging of prevfous

judgments, and improved and automatic intelligence input to crisis management.

4 Counterinte]]igencek

Fiﬁa]ly; we are taking a brdad'new look at how we cén deveiop more
adequate protection against the intensified espionage, disinformation and
terrorist activfties conducted, more or less in conéért, by the intelligence
services of the Soviets, Cubans, Easf Germans, Libyans, and their otﬁer proxies
and partners in crime, inc}uding a 1dhge‘number,of;terrofist érganizatfon;..
Tﬁe ﬁorking feiationship between FBI and CIA, as Judge Webster saidwtpis week
in a letter to the Post, is clo;e and fully cooperative. Still, the ;hallenge
is a large and growing one and a counterintelligence subcommittee chaired by
Senator Chafee has shown great interest in how we‘gan_meet,j}ﬁbgt?gr,,_We_h;ve
ofganized and have started to pursue an evé]uation of the counterintelligence

cha]]enges and capab111t1es requ1red dur1ng the ba]ance of the decad,, paral]e.xng

the capab111ty study completed thlS year on 1ntel]1gence cha11enges and c4,c31lwu1es

So, you see there is a lot going on, on which we will welcome your assistance

and counsel.

25¥%1
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NATIONAL INTELLIGENCE ESTIMATES (1981)

25X1

was substantially less use of the Community and a dearth of interagency
estimates directly pointed to critical policy issues in the manner followed
since the late spring of this year under revised NIC procedures. Timeliness

of intelligence advice and rapidity of response time has much improved in 1681.
Design of analysis/estimates--in content shaped more closely to specific policy
problems and in forms more useful to policymakers--has alsc been significantly
enhanced. S - : : ' S

16U 1n relevance, tempo and quality. - They reported that in 1979-80 there K

Finally, in 1979-80, there was substantial evidence of capacity for
pertinent anticipatory analysis going unused because of insufficient linkage
between the policy and the intelligence communities. Some of these cases
later developed into major policy issues involving instability in Eastern
Europe, the Middle East, and Central America. Our impression is that, in
1981, performance in converting perceptive basic studies in NFAC into effective
inputs for policymakers has been materially improved. - ' : '

: . - FT e
50 KEY INTELLIGENCE ESTIMATES (March 1981-January 15, 1982)

1. Soviet Potential to Reépond to US Stratégic Force Impro?ements, and
Foreign Reactions (October 1981).

2. Soviet Goals and Expectations in the GTqbal‘Power.Arena (July 1981).

, 3. Depehdence of Soviet Mi]itahy Power on Econoﬁic Rg]atfons with thé
West {November 1981).

_4.A.Insurgehcy and'Instabi]ity in‘Céntra] America_(Séptembehv]SB}); }7»;;;
- é; éuban»Po}icy Toward La}%n‘Amerfcé (June 1981). ' | | |

6. Politica]blnstability and Regional Tensions (September 1931).

7. Prospects for Iraﬁ (September 1981).

8. MNicaraguan Support for Salvadoran Insurgents (March 1981).

25X1

10. Near-Term Military Prospects in E1 Salvador (May 1981).

11. Soviet Naval Capabilities for Interdiction of Sea Lines of Communi-
cations (Hovember 1931).
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13. Deng Xiaoping and the FX Aircraft Issue (October 1981).
14. INF Support: Theater Nuclear Forces (December 1981).

15. The Soviet Economic Predicament and East-West Economic Relat1ons
(December 1981). :

16. Allied Attitudes Toﬁards Export Controls (January 1982).

17. The Conflict in Southern Africaf Regional and International
‘Dimensions (December 1981). : . :

18. Core Positions of Parties to the Pa]estinfan Dispute (December'léBl).
19. Libyan Capabilities and Activities in Sub-Saharan Africa (December 1981).

20. Libya: 1Impact of Economic Sanctions (December 1981).

21. Pakistan's Nuclear Weapons Program: The Next Three Years (November 1981).

: 22. The leyan Eth10p1an South Yeﬂen1 Pact: Short-Term Prospects
(November 1981). - S -

23. Regional Iﬁp]ications of President Sadat's'Assassinatibh (ch%ber 1981).
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